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Duties of a Factory Cost Accountant*
By Lee Heyer White

The field of the factory cost accountant is broad and diversi
fied. His work, being largely of a constructive nature, demands
a combination of qualifications in excess of the requirements of
any other branch of private accounting. To solve satisfactorily
the problems which confront him daily, he must possess breadth
of vision, sound judgment, tact and executive ability. The
results of his efforts vitally affect the purchasing, manufacturing,
selling and administration departments of a business, as well as
the accounting, and, therefore, he must be able to grasp the view
point, win the co-operation and influence the procedure of each.
Considering the scope of his work, the duties of a factory cost
accountant naturally will be numerous and varied. They fall
into certain definite groups, as follows:
1. Payrolls,
2. Stock records,
3. Shop accounting,
4. Cost finding,
5. Receiving reports,
6. Overhead expense,
7. Factory ledger,
8. Periodic statements.
Payrolls
Payrolls are an unquestioned necessity of every factory. To
ensure their accuracy the cost accountant must secure daily time
slips covering in detail the work of each factory employee, exclu
sive of office clerks who are paid from a private roll maintained
under his supervision or by the general accounting department.
Wage values must be computed on these slips and posted to the
daily payroll sheets.
At the end of the week these daily sheets are totaled, com
pared with the clock card data compiled for each employee, and
checked by department totals against corresponding time slip
totals. The earnings of each individual are transcribed there*A thesis presented at the May, 1919, examinations of the American Institute of
Accountants.
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from to weekly payroll recapitulation sheets, which are forwarded
to the cashier’s department for payment, after necessary deduc
tions from wages have been recorded thereon.
Maintenance of employment records for each employee and
the preparation of accident reports should also be grouped with
payroll work as an important although less vital feature thereof.
Stock Records

Properly compiled stock records are practically indispensable
to the modern manufacturing business. It becomes the task of
the factory cost accountant, therefore, so to keep the records
that they will meet every possible requirement. All movements
in and out of stores of raw materials, partly manufactured goods,
finished products, supplies, fuel and other stocks must be recorded
in such a manner that balances on hand of each item will be
shown continuously.
Maximum and minimum limits must be established and
thereafter frequently revised as a basis for determining when
stocks are low—information which is exceedingly valuable to
the purchasing and production departments. The purchasing
department also requires periodic reports compiled from these
records covering the consumption and quantities on hand of
certain groups of materials, the advantageous purchasing of
which is dependent upon market conditions.
It is not necessary to carry stock record balances in money
value, but unit prices both of purchased and manufactured articles
must be shown thereon and constantly revised, so that deliveries
from stores for production and shipment may be correctly priced
and inventories properly valued.
Lists of inactive items should be made up frequently and
furnished to purchasing, manufacturing and sales departments
to prevent the accumulation of obsolete stocks.
In order to ensure the accuracy of stock records, physical
inventories must be requested systematically from the stores
departments, as a basis for making necessary adjustments. This
requires exercise of intelligent judgment because all items should
be checked two or three times during a year without imposing
unreasonable demands upon storekeepers or necessitating closing
the plant for a general physical inventory.
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It is essential, moreover, that stock records should be divided
into groups which can be controlled by separate accounts in the
factory ledger. It is possible then to extend in money value the
quantity balances of one or more groups each month for the pur
pose of checking the controlling accounts and, furthermore, the
work of preparing complete book inventories at the end of a
fiscal period will be greatly expedited thereby.
Shop Accounting
The value of a cost accountant’s efforts is limited by the
accuracy of the data which he receives from the factory, because
all his records are based thereon. It becomes his duty, therefore,
to supervise shop accounting practice, which to a certain extent
places shop clerks and even foremen under his jurisdiction.
This prerogative must be exercised wisely, for both patience
and skill are required to persuade the average factory man that
clerical detail is important and, instead of retarding production,
is an aid thereto. The appearance of exercising divided authority
merely arouses opposition and precludes the possibility of entirely
satisfactory results which the willing co-operation of the factory
organization will ensure.
Cost Finding
The routine, heretofore described, forms the basis of manu
facturing costs: Thus material and labor records, after serving
their purposes in stock record and payroll departments, are for
warded to the cost department to be used as cost data. They
must be sorted by job numbers and filed, pending completion of
an order or until the end of the month, when they should be
totaled, to obtain quantities consumed and values of materials in
case of requisitions, and production, productive hours and labor
values in case of time slips.
The above records are entered in the monthly production
summary which is arranged so that overhead expense can be
added and the complete cost of each job will be shown by order
number. Furthermore, the entire cost of the month’s output will
be segregated thereon by the stores accounts chargeable with the
value of work in process and finished product manufactured and,
also, by the stores and various department accounts to be credited
with the value of the materials and partly finished product con
sumed, labor performed and overhead expense applied thereto.
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On this summary should be shown also the differences between
actual costs of products and the values at which they are carried
on the stock records so that the required adjustment can be made
subsequently.
Unit costs of all items on the summary must be determined
for the purpose of revising stock record prices of regular
products and for comparison with selling prices in case of special
products. It is necessary periodically to send schedules of these
unit costs of regular products to the price fixing department in
order that important changes may be reflected in selling prices.
Numerous inquiries will be received from the sales depart
ment for costs on various special articles, which must be com
puted from the cost data previously compiled and by investiga
tion of shop procedure that would be followed in the manufacture
of these items. For this purpose, and for general information,
unit costs when determined should be listed in comparative form
on cost cards covering each size and kind of product manufac
tured.
Costs must also be determined for new construction work and
extraordinary repairs and renewals in the same manner as pro
duction costs, but on separate summary sheets to keep them
entirely distinct as they are chargeable to capital asset, reserve
or operating expense accounts.
Cost records should be used as a means of controlling work
in process. The factory cost accountant must call for department
inventories finally to check this important asset, but the frequent
need therefor will be obviated if inactive work in process as
shown on the production summary is properly investigated and
necessary adjustments are made.
Receiving Reports

Receiving reports are delivered to the factory cost accountant
covering all goods received. These must be checked against
copies of purchase invoices to ensure receipt of quantities and
kinds of materials as billed. Unless this work is carefully per
formed, either materials in transit account, to which purchase
invoices are temporarily charged when passed by the general
accounting department, or inventory accounts may become over
stated and a financial loss may be suffered.

193

The Journal of Accountancy
Receiving reports are also priced from the purchase invoices
for the use of the stock record department in revising purchase
prices and for entry in the distribution journal to the debit of
inventory, fixed assets or factory expense accounts and the credit
of materials in transit.
Overhead Expense

Items charged to factory expense in the distribution journal
must be further segregated in an expense distribution record
arranged to show classes of expense, departments chargeable
therewith and a total column to offset the factory expense column
in the distribution journal. Withdrawals from stores that cannot
be charged direct to orders in process are likewise entered in
money value in this same expense distribution which also contains
stores credit columns.
Time slips that bear overhead expense numbers must be sorted
weekly by class of expense. The labor values thereof are then
totalled and posted to the indirect labor distribution which is
arranged to show class of expense and departments chargeable
and also departments to be credited with the labor performed.
All overhead expense data require careful inspection to pre
vent charges being grouped under general expense which can
possibly be allocated to departments, in order to avoid redistrib
uting them on an arbitrary basis.
Monthly entries are made from the expense and indirect labor
distribution to the factory ledger accounts indicated. When all
overhead expenses, including fixed charges, have thus been segre
gated to the proper department accounts in the ledger, the monthly
department overhead rates must be computed. At this point par
ticularly the factory cost accountant must exercise judgment and
care, for he seldom can adopt one unit as a basis for distributing
the expense of all departments. He will find it necessary to
determine for each department a unit based upon production,
productive man hours, machine hours or productive labor which
will distribute most equitably the expense of that department on
the product manufactured. These rates when finally established
may be used for statistical purposes only, as fluctuations therein
may be slight, or investigation of monthly department balances
may prove that they are due to temporary conditions which would
not affect the rates already in use during a period of several
months.
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Factory Ledger

The results of the various activities of the cost accountant
which have already been described must be consolidated in the
factory ledger. This book should contain such asset accounts as
inventory controls, divided in accordance with the stock record
groups, fixed asset accounts, in which capital additions are carried
during the current fiscal period so that they can be transferred in
totals at the end thereof to the general accounting department,
materials in transit and deferred charges accounts. Liability
accounts will be required to cover general accounting department
transactions, payrolls and current reserves, which should be han
dled in the same manner as the fixed asset accounts. There also
must be accounts for each department of the factory and a general
expense account arranged so that operating expenses can be classi
fied according to the divisions in the distribution records. Fur
thermore, an inventory adjustment account must be kept in which
the money value of all price and quantity adjustments affecting the
stock records can be absorbed. This account demands the close
attention of the factory cost accountant because, in serving as a
medium to dispose of inventory losses and gains, it measures the
efficiency of the entire cost accounting system. If the postings
thereto involve large amounts, an immediate investigation must
be started to discover the weaknesses responsible for the errors
which made the inventory adjustments necessary.
Credits to the general accounting department covering pur
chases, fixed charges and payrolls paid will be debited direct by
journal vouchers to materials in transit and department accounts
in the factory ledger. In like manner the manufacturing cost of
goods shipped, shipping expense and office maintenance charges
must be debited to the general accounting department and credited
to inventory, work in process and department accounts.
To complete the factory ledger postings, it is necessary to
pick up monthly entries from all the records heretofore described,
which must be arranged to cover every factory accounting trans
action affecting any of the accounts mentioned above.
Finally, non-productive department accounts which cannot be
distributed direct as overhead expense must be closed into general
expense and thence apportioned to production departments. At
this point the entire cost accounting work of a month should have
195
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been embodied in the factory ledger in such a manner that it
forms an actual and important part of the general financial
accounts.
Periodic Statements

The factory cost accountant has now reached the final stage in
the course of his monthly labors. From the factory ledger, which
should be in balance, he draws off a trial balance and forwards
it to the general accounting department to be incorporated in the
monthly consolidated balance-sheet. Then he must prepare a
comparative operating statement covering all departments in the
factory, on which is listed in parallel columns for the present
month and the preceding month the total operating cost of each
department, divided according to the classifications in the sub
sidiary records. Interdepartment transactions are deducted to
determine net operating costs, and department production figures
and overhead rates are entered as further evidence of the condi
tion of operating efficiency. He also should prepare a schedule
showing the total operating cost of all departments, which must
agree with the total of the net operating costs of individual
departments.
The factory ledger supplies the data for all these monthly
statements except production figures. These he obtains from the
production reports, which must be compiled weekly from shop
production records, time slips and notices of deliveries to stores,
in order to furnish the factory management with necessary
operating information.
Much of the factory cost accountant’s work cannot be com
pleted until after the close of the month which it covers. Owing,
therefore, to its continuous or recurring nature, the routine of two
months must often be in progress at one time. Consequently care
and dispatch must be exercised in its performance in order to
prevent the intermingling of cost data and the protraction of the
work itself into a third month, which is sure to result in serious
confusion.
The duties of the factory cost accountant can never become
monotonous, because they repeatedly present themselves to him
under too many different aspects; and the degree of success which
he may hope to attain in their accomplishment depends solely
upon the limit of his own versatility.
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